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*‘The CIA and the Justice Depart-
mént mishandled a probe of illicit
mans to u'aq uunng [ﬂe past mree
')‘ears by failing to pursue intelli-
gerice leads or exchange and"dis-
seminate classified information
bedrmg on the case; the Serate Se-
lpc; Committee on Intelligence said
lp a report released yesterday,

‘Serious . errors in. judgment by
éIA and Justice Department . offi-
clals and poor administrative. prac-
tices kept prosecutors from learn-
ing of information that bore on the
central question of who was respon-

slble for $4 billion in fraudulent
Ibahs made to Iraq from 1985 to
LQ‘GQ by the Atlanta branch of an'

Italian government-owned bank,

Bdnca Nazionale del Lavoro (BNL), -

khe‘Senate report said.

The issue of who was responsnb]e -

was a focus of considerable political

speculation during last year’s pres- -
idential campaign, amid allegations

from some Democratic legislators
that the Bush administration had

attempted to cover up evidence-of -
- complicity by U.S. or Itahan offx- )

_ cials in the affair.

The Senate report said that some' :
CIA officials, who claimed to be act-

ing on the advice of officials at the

- FBI, decided to block distribution to -
the Justice Department of some:
* classified  documents ~about :the
“case. The documents were consid-

ered politically embarrassing to the.
government or potentially damag-
ing to the government’s. prosecu-
tion of the director of ‘BNL’s At- :

lanta branch, Chnstopher Drogoul.

One of these documents was a

December 1990 intelligence report,
partially disclosed in the Senate re-

port for the first time. The intelli-
gence report, from an unidentified

agency, contained an unverified al-

legation that “U.S., Italian and Iraqi -

officials had engaged in unlawful

conduct in connectlon w1th the'

BNL-Atlanta loan case.”

_ The Senate inquiry did not sub- :
stantiate this claim, but criticized
the executive branch’s failure :to
provide this report to federal pros-
ecutors mvestlgatmg thls case ma_

Atlanta, + - oo e
The report attribﬂtedt_h ¢

to what a CIA official said-was: anj_}.'
FBI concern that “every paragraph

contains - damaging  information

which is clearly discoverable” in
court if released to the Justice De- .|

partment.
A September 1989 Defense In,

s

“Departmén|

tellu;ence Agency: report whlch
also never reached the prosecutors,
contained an ‘unverified ;allegation
that the:illicit bank loans:were “part.
of “a larger NATO strategy to ens
sure anIraqi victory in its war thh
Iran;”the Senate report disclosed: "

“At“least -seven other- classnfled
mtelhgence reports, which alse nev-
er reached the prosecutors, sug~

contention that the ldans weré or-
chestrated by Drogoul without any

- report saidl a’ four-month study of

classified ~governmentinformation -

‘had not turned up any evidence of

criminal wrongdomg by career of-. .
ficial§ or-political appointees in the-}?
“Bush ‘administration, .which “Super-

vised the federal probe:’

_ -.The report also said the commit-
ftee s inquiry. ‘had turned up .no. ev-

idence that the U.S. government
had " secretly authori;eq or partic-
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knowledge ~ by : BNL ofﬁclals in

’ .¥or&'in judgment by CIA and Justice -
fit “officials, the Senate.

J ustice Dept in BNL Probe |
Senate Panel Says Ofﬁczals Failed to Exchange Classzfzed Informatzon on Loans to Iraq

" ipated in the loans, which were usea
.by Iraq to buy food and arms before

~the Persian Gulf War.. Some Dem-
“ocratic ‘lawmakers had speculated

adminictratio
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" déred prosecutors to make Drogoul

".the scapegoat to hide evndence ofi,

U.S. government ifivolvement. -

~ Two’ committee ‘members;” Sen
Howard ‘M. Metzenbaum (D~Oh10)
-and Sen. Alfonse M. D’Amato (R-.

NY), ‘took issue with the report,
voting against - its reléase because
‘they felt the staff’s iriquiry was not
‘sufficient to reach the conclusxons
in_the report. “This report: is too
narrow- to make sense of this in-
“credible botch by the U.S. govern-
ment,” Metzenbaur said in a staté-
‘inent released by his office, “I still
“believe’ that we need' an indepen-

*dent prosecutot to get to the bot- |

“tom of this- entire fiasco’—a pro-

.posal rejected in December by Bush -
. administration . attomey general'

‘William P. Barr.*”

» Cominittee Ch rm‘an D,enms De-

'Con'cini (D-An'z) said in an: inter- .

~View. yesterday" that he too was not -

fully satisfied he report; which
‘was prepared’ b the committee’s
bipartisan staff: “There are some
unanswered questlons, said ' De-

th mth

' "‘.‘Overall yeah I

Gonclm, who became chairman ear-"
i ‘as the inquiry was .
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mlght be appropnate

. The Senate report is one of four
major independent reviews of the
Bush admmlstratlon S conduct in
the BNL affair. :

CIA: Inspector General Frederick
P..Hitz, in a report also.released
yesterday, declared he “found no
evidencé that CIA officials had de-
liberately “withheld- information
from the Justice-Department: to- ob-

- strict the prosecution or-keep the .

agéncy from becommg 1mp11cated in
the BNL ffair.
But HltZ' ‘added” that ““mistakes

istration failed “to mvestxgate se-
riously” whether Rome officials.
knew of the loans because it wanted
to “contain criticism of a failed for-
eign policy” toward Iraq before the
Persian Gulf War. :

That claim was also rebuffed by a
special -investigator appointed . by,
the Justice ‘Department .who.con-
cluded last December :that political’
considerations had not tainted the
government’s handling : .of - the
probe;- but “called -the handling of

. classified information i in the case a

clearly were made by agency ofﬁ-..

cers in their handling of events re-
lated to the BNL matter, and there
.was carelessness and a number of
‘instances’ of "poor judgment.”: He
j;r,ecommended disciplinary ~ action
-against four individuals. But in a
“written  reply- released yesterday,

‘on assurances it received from of-

former - 'CIA director Robert M. -

Gates rejected Hitz's recommen-

‘dation before leavmg offlce last’

month.

. Neither. the Senate nor mtemal :

CIA studies support the allegations
 in a separate report last October by
U.S.” District Judge Matvin H.
Shoob, who was then presiding over
the BNL case, that the Bush admin-

P

fiasco.”

Senate -‘sources said the intelli-
gence committee staff had based its
conclusions about the lack of U.S.
government complicity in the loans

ficials of the CIA, the Defense In-
telligence Agency and the National |
Security Agency, as well as on clas-
sified documents it reviewed—none
of which, the report said, supported |
charges of a government—wxde con-
spiracy.

The sources alcknowledged that
the: staff did not conduct an inde-
pendent inquiry into leads provided
by the classified documents, which’

_prevented it from reaching a con-
"clusion about whether Drogoul was

solely responsible for the loans.
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